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Fund Drawing and Stand-By Arrangements 


Bolivia 

The International Monetary Fund has entered into 
a stand-by arrangement under which the Government 
of Bolivia may draw up to $7.5 million during the next 
12 months in currencies held by the Fund. 

The Bolivian Government has stated its intention of 
continuing the basic program of fiscal, credit, and 
foreign exchange reforms which was undertaken with 
financial support from the Fund in 1956 (see this 
News Survey, Vol. IX, p. 219). Close consultation will 
be maintained between Bolivia and the Fund while the 
new stand-by arrangement is in effect. 

Mexico 

The Government of Mexico has entered into a 
stand-by arrangement with the Fund under which up 
to $90 million may be drawn during the next 12 months 
in currencies held by the Fund. 





Proposals for International Trade in Cotton Textiles 


The meeting of officials of countries substantially 
interested in the importation and exportation of cotton 
textile products, arranged by the GATT Council of 
Representatives (see this News Survey, Vol. XIII, 
p. 210), was held in Geneva from July 17 to 21, 1961. 
Short-term and long-term arrangements were drawn up 
for submission to governments. 

Under the short-term arrangement, which would be 
adopted for a 12-month period beginning October 1, 
1961, a participating country which found that unre- 
stricted imports were causing or threatening to cause 
disruption of its domestic market might request any 
participating exporting country to restrain its exports 
of any category of cotton textiles to a specified level, 
which would not be lower than that prevailing in the 
12-month period ended June 30, 1961. Failing agree- 
ment between the importing and exporting countries 
within 30 days, the importing country might restrict 
imports to the specified level. The arrangement also 
provides that participating countries which now main- 
tain quantitative restrictions on cotton textile imports 
shall, as from January 1, 1962, significantly increase 
access to their markets by countries from which the 
imports are now restricted. Further, provision is made 
for joint consultations among the parties to the 
arrangement. 


The arrangement will help the Government of Mexico 
to maintain internal and external stability and the con- 
vertibility of the Mexican peso. For this purpose, the 
Government of Mexico has taken and is taking appro- 
priate measures in the fields of fiscal and credit policy. 


U.A.R. (Egyptian Region) 

The Government of the United Arab Republic 
(Egyptian Region) has drawn the equivalent of 
$10 million from the Fund, half in deutsche mark and 
half in Italian lire. The U.A.R. (Egyptian Region) 
recently has experienced a loss of convertible currency 
reserves, in part owing to difficulties in the marketing 
of cotton. The drawing is to assist in meeting this loss, 
while providing more time for adjustments of policy to 
meet the situation. 

Sources: International Monetary Fund, Press Releases, 
Washington, D.C., July 27 and August 2, 
1961. 


The long-term arrangement provides for the creation 
of a Cotton Textile Committee to undertake work look- 
ing toward a long-term solution to the problems in the 
field of cotton textiles and to make recommendations 
for such solution not later than April 30, 1962. 
Sources: GATT Press Releases, Geneva, Switzerland, 

June 30 and July 24 and 26, 1961. 


Europe 
U.K. Economic Measures 


In a speech to Parliament on July 25, the Chancellor 
of the Exchequer, the Rt. Hon. Selwyn Lloyd, said 
that the aims of economic policy in the United Kingdom 
at the present time should be as follows: (1) to main- 
tain investment in productive industry with a view to 
the long-term growth of the economy, while at the 
same time making the economy more competitive; both 
were vital for a long-term improvement in the balance 
of payments. (2) To see that public expenditure was 
brought under better control. (3) To take action 
designed to protect the United Kingdom’s position in 
the immediate future. 

The Chancellor said that he intended to discuss 
urgently with both sides of industry procedures for 
securing the better coordination of ideas and plans. 
An annual increase of 3 per cent in the gross national 
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product was feasible, but only if there were a 6 per 
cent annual expansion of exports. In substantial areas 
of industry there was room for a greater readiness on 
the part of both sides for radical changes in outlook 
and methods. That would be assisted by the reduction 
in tariffs which should come from current negotiations. 
Much more effort was still needed in the training of 
skilled labor, and a determined attempt was required 
to deal with restrictive practices which were out of date. 
A start had been made with the Restrictive Practices 
Act, but there was much more to be done by both 
sides of industry. 

On the subject of costs, Mr. Lloyd said that profit 
margins were now being squeezed to some extent, but 
in some cases they were still too high: in present 
circumstances a further general increase in dividends 
in the coming year was not justified. In next year’s 
budget, measures would be brought forward designed 
to impose a clear liability to tax over a wider field than 
at present. The activities to be taxed were of two main 
kinds: those seeking short-term profits, which were 
more in the nature of speculation than investment (for 
example, short-term transactions in shares and securi- 
ties), and those which were, in effect, trading activities 
(often in real estate) but cloaked in such a way as to 
escape liability under the present law. 

On increases in wages and salaries, the Chancellor 
said that it was not possible in any general statement 
to cover every particular case, but where commitments 
had already been entered into, they should be met. 
Subject to this, however, a pause until productivity had 


caught up was essential for continued prosperity and 


growth. In those areas for which the Government had 
direct responsibility it would act in accordance with 
this policy. The Government asked that the same lines 
should be followed elsewhere, both in the private sector 
and in those parts of the public sector outside the imme- 
diate control of the Government. Such a pause was 
not a lasting solution to the problem of rising costs 
and prices, but it must provide the opportunity to work 
out a new long-term policy. This would be that increases 
in incomes must follow, and not precede or outstrip, 
increases in national productivity 


Government Expenditure 

The Chancellor said that public expenditure was 
now so great that unless it was brought into a proper 
relationship with the resources likei; to be available 
in the long term, the chances of sound economic growth 
would be gravely prejudiced. With regard to 1961-62, 
it would be a waste of resources to delay work in 
progress or to postpone necessary maintenance. Never 
theless, there would be a stringent re-examination to 
see what savings could be made in administration and 
in other respects. In 1962-63, he would do his utmost 
that government supply 


t > 
tO SEL 


expenditure did not 


increase by more than 24% per cent in real terms, 
that is, by about £125 million above the estimates for 
1961-62. He did not propose to interfere with the 
investment that the nationalized industries required for 
attaining their financial targets and providing essential 
supplies and services. But the sums required for assist- 
ance to industry would fall away next year, and very 
strict criteria would be applied to any new proposals. 
The Chancellor continued: “We shall have to look 
critically at the level of agricultural support during the 
1962 review. In the services provided by central and 
local governments, we shall have to ask for desirable 
proposals to be postponed or abandoned. Authoriza- 
tions and loan sanctions to local authorities will have 
to be considerably reduced. The House Purchase 
Scheme under the 1959 Act, which is now costing 
about £40 million, will, in consultation with the Build- 
ing Societies Association, be suspended.” In total, the 
Chancellor put the effect of the decisions taken as reduc- 
ing the domestic load in 1962-63 by some £300 million 
compared with what it would otherwise have been. 
In addition, a “Surcharge on Revenue Duties Order” 
had been made by the Treasury, under Section 9 of 
this year’s Finance Act, putting a surcharge of the 
full permitted amount of 10 per cent on the range of 
customs and excise duties referred to in the Finance 
Act and on purchase tax (see this News Survey, 
Vol. XIII, p. 225). This surcharge would withdraw 
purchasing power from the economy at the rate of 
£210 million a year; if it were maintained until the 
end of the current financial year it would increase the 
surplus “above the line” to the extent of £130 million. 


Overseas Expenditure 


Government expenditures overseas—defense, aid, 
and administrative—were running at present at a rate 
which would rise to some £480 million in 1962-63, 
and quite possibly, on present trends, to £500 million. 
The Chancellor said that his aim was io hold that 
figure down to £400 million. In fulfillment of commit- 
ments te the North Atlantic Treaty Organization, the 
United Kingdom was spending some £80 million a 
year in Western Europe. Of this sum, over £65 million 
was for the maintenance of forces in Western Germany, 
in accordance with the United Kingdom’s obligations 
under the revised Brussels Treaty. The strain upon 
the balance of payments caused by this expenditure 
could not be allowed to continue in the next financial 
year 

Assistance to underdeveloped countries from govern- 
ment funds had risen steadily, from some £80 million 
in 1957-58 to £150 million in 1960, and disbursements 
1961, to 


Most of these disbursements were 


were expected to increase still further in 
about £180 million 


being made under commitments to other governments 
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and to international organizations, and these commit- 
ments would be honored. However, steps would be 
taken to contain the increase and to see that it did not 
rise much above the present level. He would also look 
for a saving of 10 per cent in overseas administrative 
expenditure. 

For new investment in the non-sterling area, 
Mr. Lloyd proposed a more severe test than at present: 
that it would produce clear and commensurate benefits 
to U.K. export earnings and to the balance of pay- 
ments. In addition, he proposed to request U.K. firms 
operating overseas to look at their policies in order to 
ensure that a higher proportion of earnings would be 
remitted home. 
Credit Policy 

The Chancellor went on to announce that the Bank 
of England had called upon the clearing banks for 
further Special Deposits, one half to be deposited by 
August 16 and the balance by September 20, 1961. 
For the London banks the call was for 1 per cent of 
deposits; for the Scottish banks, % per cent. The 
Governor of the Bank of England had made clear the 
intention that the impact of this call should fall on 
advances. The banks had also been asked to be par- 
ticularly severe on proposals to borrow for personal 
consumption, property development, or other specu- 
lative purposes, so that all possible room should be 
left for the finance vitally needed for exports and 
productive industry. The Governor had further drawn 
the attention of the other U.K. banks, including the 
foreign and overseas banks and acceptance houses, to 
to the clearing and Scottish banks 


He would ask the insurance companies to observe a 


the requests made 


similar policy in their lending. 

With the Chancellor’s approval, the Bank of England 
had announced a rise in the bank rate from 5 per cent 
to 7 per cent, partly because of the need to restrain 
credit internally and partly because of the unsettled 
international situation. 

Finally, the Chancellor said that he had decided to 
take action to fortify the reserves by a substantial 


drawing from the International Monetary Fund. 


Source: British Information Services, The Economic 


Situation, Text of the Speech by the Chan- 
cellor of the Exchequer, New York, N.Y 
July 25, 196] 


Denmark's Balance of Payments 


For the year 1960, Denmark’s balance of payments 
showed 
DKr 535 million ($77.5 million), 
surplus of DKr 90 million in 1959. Imports in 1960 
amounted to DKr 11,715 million, about DKr 1,340 mil 
lion more than in 


a deficit on goods and services account of 


compared with a 


1959; their volume increased by 


12 per cent, while import prices rose by only about 
| per cent. Exports increased by about DKr 600 mil- 
lion, to DKr 10,205 million; their volume increased 
by about 8 per cent, while export prices were about 
3 per cent lower. Net income from ocean transport 
amounted to DKr 535 million in 1960, compared with 
DKr 520 million in 1959. Net income from tourism also 
rose, from DKr 130 million in 1959 to DKr 230 mil- 
lion in 1960. 

Total foreign exchange holdings of the banks declined 
by only DKr 129 million during 1960 (compared with 
an increase of DKr 371 million in 1959) because of 
a substantial inflow of capital from abroad (including 
net errors and omissions). Indemnification payments 
from Germany amounted to DKr 18 million, and net 
borrowing by the Government and other public institu- 
tions amounted to DKr 33 million. Of the uniden- 
tified transactions, amounting to DKr 355 million, 
DKr 125 million is assumed to be in respect of foreign 
suppliers’ credits to Scandinavian Airlines System; the 
remainder probably represents an underestimation of 
receipts or an overestimation of expenditure, since pre- 
liminary estimates show that there were no large net 
private capital movements during the year. 

For the first quarter of 1961 the goods and services 
deficit is estimated at DKr 300 million, compared with 
DKr 393 million in the first quarter of 1960. The net 
inflow of capital exceeded this deficit, and foreign 
exchange \ million, to 
DKr 1,496 million ($217 million) at the end of 
March 1961 


reserves rose by DKr 63 


Source: Bérsen, Copenhagen, Denmark, July 7, 1961 


German Gross National Product 


According to estimates published by the Deutsches 
Institut fiir Wirtschaftsforschung, the gross national 
product of the Federal Republic of Germany at current 
market prices was 11.5 per cent higher in the first 
quarter of 1961 than in the same period a year earlies 
At constant prices it rose by per cent, of which 
almost three fourths was accounted for by gains in 
productivity. Real gross fixed investment showed the 


a 
is. 


largest rate of growth ) per cent. Private consump 


tion rose by 8 per cent at constant prices, and public 
consumption by 6.5 per cent. Investment in stocks 
declined by about 9 per cent at current prices 

The Institut estimates that the gross national product 
in the first half of 1961 will be higher than in the first 
half of 1960 by II 


per cent at constant prices 


per cent at current prices and 
(The revenue estimates 
in the 1961 budget are based on a 10 per cent nominal 
increase in the gross national product in 1961.) 


Deutsches Institut fiir Wirtschaftsforschung, 
Wochenbericht 
1961 


Source 


Berlin, Germany, June 23, 
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Switzerland's Balance of Payments 


Commenting on the recent trends in Switzerland’s 
balance of payments, the Neue Ziircher Zeitung reports 
that the deficit in the current account in 1961 may 
exceed half a billion Swiss francs ($115 million). 
Final figures for 1960 are not yet available, but the 
current account surplus in that year is estimated at 
more than Sw F 300 million. (See also this News 
Survey, Vol. XIII, p. 74.) During the first five months 
of 1961, Switzerland’s imports rose considerably more 
than its exports, and the trade deficit for the year as a 
whole is estimated to rise to more than Sw F 2,500 mil- 
lion, compared with Sw F 1,560 million in 1960. 
The surplus on the account, which was 
Sw F 1,800 million in 1959, has continued to increase, 
but even so it is thought that the total deficit on trade, 
services, and investment income will be more than 
Sw F 500 million in 1961. During the fifties, Switzer- 
land’s current account showed a deficit in only two 
years, viz., 1951 and 1957 (Sw F 129 million and 
Sw F 195 million, respectively). In both of those 
years the deficits were caused largely by imports for 
inventory purposes. At present, however, the deficit is 
the result of an increase in demand in the domestic 
economy generally, and an 


services 


essential role is being 
played by long-term fixed investment expenditures. 
Despite the reversal in the current account of the 
balance of payments, Switzerland’s gold and foreign 
exchange reserves have continued to rise in 1961 as a 
result of the persistent net inflow of capital. The total 
amount of foreign assets held by the National Bank 
equaled Sw F 11,230 million ($2.6 billion) at the end 
of June, compared with Sw F 10,040 million at the 
end of 1960 and Sw F 8,910 million at the end of 1959. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland. 
July 25, 1961. 


Economic Developments in France During First Half of 1961 


The gross domestic product of France is expected to 
expand by about 5.5 per cent in 1961, according to a 
recent statement by the French Minister of Finance. 
This increase is about the same as had been forecast 
earlier, and compares with one of 6.3 per cent in 1960. 
Industrial production showed an increase of 6.8 per 
cent in the first five months of 1961, 
the same period of 1960. 

The Minister of Finance added that the cash deficit 
of the Treasury had increased during the first months 
of 1961, as public expenditure had increased more 
rapidly than in 1960. 
Treasury, 


compared with 


The liquidity position of the 
remained relatively satisfactory. 
The Government would continue to pursue a cautious 
budgetary policy in the near future, as the cash position 
of the Treasury in the next few months would be affected 


however, 


by disbursements on appropriations from previous years, 
by the further accelerated amortization of foreign debts, 
and by possible drawings by foreign countries on the 
French franc holdings of the International Monetary 
Fund. 

In the view of the Minister, the gold and foreign 
exchange position of France was now strong. Reserves, 
which had increased by $672 million in 1959 and by 
$347 million in 1960, increased further by $707 mil- 
lion during the first half of 1961 and amounted to 
$2,777 million on June 30, 1961. The improvement in 
the reserve position was such that France was able to 
act again as an international banker. During the first 
half of 1961 France participated with other European 
countries in the consolidation and refinancing of the 
foreign debts of Argentina and Brazil (see this News 
Survey, Vol. XIII, p. 176); it also became a member of 
the consortia providing development assistance to 
India and to Pakistan (see this News Survey, Vol. XIII, 
pp. 174 and 179). 

The large 
six months of 


increase in reserves during the first 

1961 was due mainly to a further 
improvement in the balance of payments on goods and 
services. The surplus on account of services increased 
further, and the trade deficit with foreign countries 
(imports c.i.f. and exports f.o.b.; customs data) 
declined from NF 14 million ($3 million) in the 
first half of 1960 to NF 2 million in the corresponding 
period of 1961, as both imports and exports increased 
to a monthly average of about NF 2.2 billion. 


Sources: Le Monde, Paris, France, July 9-10, 21, and 
23-24, 1961. 


External Assistance fo Turkey 


The Government of the Federal Republic of Ger- 
many, in June 1961, granted Turkey a DM 200 million 
($50 million) credit, at 3 per cent interest, to be 
disbursed during 1961 and 1962, and repaid over 
15 years after a period of grace of 5 years. (The 
release of the $25 million allocation for 1962 is tied 
to Turkey’s reporting to OEEC on its economic and 
financial situation.) Amortization and interest payments 
are to be made out of budgetary allocations. The lira 
counterpart of the foreign exchange obtained will be 
transferred to the Amortization and Credit Fund, which 
will in turn grant credits on a revolving basis to State 
economic enterprises at conditions and interest rates 
to be determined by the Minister of Finance. These 
credits are to be used for completing 46 investment 
projects of 14 enterprises—in particular, the Karabuk 
Iron and Steel Works, cellulose and paper factories, 
Siimerbank, Etibank, the Kutahya fertilizer factory, 
the Soil Products Office, and the State Pension Fund 
(which engages in the construction of hotels). Pur- 
chases will be effected in various European countries, 
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in particular Germany, Finland, and the United King- 
dom, and the Turkish Government has undertaken 
not to discriminate directly or indirectly against sea 
or air carriers of Germany or other countries in favor 
of Turkish carriers in connection with such imports. 

The French Government has agreed to make available 
$12 million to the Eregli Iron and Steel Works through 
special facilities to French suppliers, and the Italian 
Government has made available a $10 million credit 
for the purchase of equipment under similar condi- 
tions. The precise terms of these loans have not yet 
been made public. The initial foreign credit to help to 
establish a second steel mill in Turkey was one of 
$129.6 million, granted to Eregli by the U.S. Develop- 
ment Loan Fund (DLF) in January 1961, for 20 years, 
at 5% per cent interest, three fourths of this credit 
being repayable in Turkish currency. Private U.S. in- 
vestors are also providing some $14 million. The foreign 
exchange costs of developing the Eregli works are 
estimated at $169 million, out of total costs of 
$234 million. With the French and Italian credits, and 
a contribution by the Turkish Treasury, the foreign 
exchange requirements of the Eregli project have been 
secured. 

Agreement has reportedly been reached in Rome 
concerning the use of the undisbursed balance of a 
$50 million credit granted by the Italian Government 
in 1959, mainly for the purchase of Italian investment 
goods. This balance is estimated at some $20 million; 
it is expected that about $10 million will be made 
available to Turkish private industry, and the other 
half to public enterprise projects selected by the State 
Planning Office. 

According to press reports, the International Devel- 
opment Association has agreed to lend Turkey $20 mil- 
lion for irrigation projects in connection with the 
Seyhan Dam. This credit would be repayable over a 
period of 30-50 years at % of 1 per cent service charge. 
The proposed projects are being studied by the State 
Planning Office. ; 

The Council of the North Atlantic Treaty Organi- 
zation (NATO) recently decided in principle to extend 
economic aid to Turkey. A NATO mission is expected 
in Ankara in the near future. 

Under its stand-by arrangements for 1961 with the 
IMF ($37.5 million) and the OEEC ($50 million), 
Turkey has drawn the equivalent of $16 million in 
various currencies, from the IMF and $35 million from 
the European Fund. In June, the European Fund 
agreed to the release of the last tranche of its credit. 

To help in financing the Turkish seventh import 
program (July-December 1961), estimated at some 
$198 million and covering regular imports (other than 
those financed by the U.S. Commodity Credit Corpo- 
ration, the DLF, and the Export-Import Bank of 


Washington, as well as infrastructure and offshore 
imports), the U.S. International Cooperation Adminis- 
tration in July 1961 granted Turkey $33 million. Most 
of this will be spent on means of transportation, chemi- 
cals, synthetic fibers, and industrial machinery from the 
United States. 

In order to ease a present shortage of cereals in 
Turkey, an agreement was concluded in July 1961 
providing for the import of 200,000 tons of wheat 
($12.4 million) under a U.S. Public Law 480 grant. 


Sources: “EIU” Studies and Economic Affairs, Turkish 
Economic News Summary, and Le Journal 
d’Orient, various issues, Istanbul, Turkey; 
Official Journal No. 10858, Ankara, Turkey, 
July 19, 1961. 


Middle East and Africa 


U.A.R.-German Economic Agreement 

Under an economic agreement between the United 
Arab Republic and the Federal Republic of Germany, 
signed in Bonn on July 5, 1961, the Federal Republic 
has agreed to provide the U.A.R. with credit facilities 
totaling DM 1.05 billion ($262.5 million). A loan of 
DM 500 million will be extended to cover the foreign 
exchange costs of the Euphrates Dam in the Syrian 
Region. This loan, with interest at 3% per cent 
per annum, will be repaid over a period of 14 years 
beginning from the sixth year after the contract is 
signed. A credit of DM 150 million will be extended to 
finance projects relating to the economic structure of 
the U.A.R. (such as dams, bridges, roads, transpor- 


tation, etc.). This loan, with interest at 3 per cent 
per annum, will be repaid over a period of 12 to 16 years 


after signature of project contracts. A third credit 
totaling DM 400 million will be extended over periods 
ranging between 7 and 10 years, at international market 
interest rates, to finance the foreign exchange costs of 
various other projects in the U.A.R. 

The agreement also provides that the two countries 
will take the necessary steps to achieve a trade balance 
between them. As a means of reducing the U.A.R. 
payments deficit with Germany, it was agreed that 
efforts would be made to increase U.A.R. exports, espe- 
cially cotton, to Germany, and to encourage German 
tourist travel, including cooperation in the establishment 
of hotels, in the U.A.R. Finally, the agreement con- 
firms the readiness of the Federal Republic to under- 
take the necessary studies relating to the Qattara 
Depression Electrification Project. 

Sources: Al Ahram, Cairo, Egypt (U.A.R.), July 6 and 
7, 1961. 
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African Economic Cooperation 


The African nations of the “Casablanca” group 
decided on July 21, 1961, at Conakry, Guinea, to form 
an economic common market. Morocco, Ghana, 
Guinea, Mali, the United Arab Republic, and repre- 
sentatives of the “Algerian Provisional Government” 
announced plans for common economic, financial, and 
transport and communications structures aimed at lay- 
ing the framework for “African economic unity.” 

In a communiqué published after a meeting of their 
economic experts, it was stated that trade ceilings and 
customs duties among members would be eliminated by 
Stages over five years, beginning next January. It was 
decided to create an African bank for economic devel- 
opment, an African payments union, and a multilateral 
clearing body to facilitate exchange transactions. It was 
also agreed to establish telephone and telegraph com- 
munications between the participating countries before 
April 1, 1962, an African airline company, an African 
navigation company, and an African telecommunica- 
tions and postal union. Furthermore, it has been decided 
to set up “an African economic unity council” to study 
economic development problems and to coordinate 
relations with international economic organizations 

Experts of the “Monrovia” group (virtually all other 
independent African countries) approved on July 23, 
in Dakar, the final versions of 16 draft resolutions on 
economic, financial, social welfare, and other forms of 
cooperation among 


} 
themselves 


These recommenda- 


tions, drawn up by four commissions of experts, were 
last May 
Monrovia 
They will be submitted to another summit conference 
of African states to be held 


designed 


summit 


to implement the decisions of 


conference of African leaders in 


in Lagos in September 19¢ 


The resolutions call, in particular, for the promotion of 


trade among African countries through a regional cus 


toms union, a common external tariff, integrated 


development policies, the development of a connecting 
network of roads and other communications, and rec 


ommendations removing language barriers and 


Narmonizing eau systems 


Sources: The Washington Po 


t, Washington, D.C 
The Journal of ¢ 
N.Y... July 24, 1961 


yprumerce 


Far East 


Government of Ceylon Loans 


The Government ylon has the issu 
ars, and 

The total 

Rs 54.6 r illior 

ut the allocation between the tw 

loans is not fixed. Holders of a 3% pet 


cent loan 


issued in 1959 may offer their holdings for conversion 


into one of the new loans before the end of July. 
Cash subscriptions were to be opened on August 1 and 
closed at the end of August. 


Source: Ceylon News, Colombo, Ceylon, July 27, 1961. 


Korea's Five-Year Economic Development Plan 


The Government of Korea announced on July 22 a 
draft of the first five-year economic development plan, 
beginning in 1962. The main objectives of the plan 
are to step up the rate of economic growth to an 
average annual rate of 7.1 per cent, compared with 
4.7 per cent for the period 1954-60; to bring about 
structural changes in the national economy so as to 
lay the foundation for further economic development; 
to reduce the urban unemployed from 2.7 million in 
1961 (26 per cent of the labor force) to 1.4 million 
(11 per cent) in 1966 (account being taken of the 
annual rate of population increase of 2.7-2.9 per cent); 
and to reduce the nation’s deficit on external account. 

In order to achieve these objectives, the plan calls 
for gross fixed capital formation at an average annual 
rate of 20.5 per cent of the gross national product 
(GNP), compared with 12.3 per cent for the period 
1954-60. The Government expects to accelerate its 
own direct fixed capital formation during the first half 
of the period of the plan, but the rate of private capital 
formation, including private foreign investment, should 
rise faster than that of the Government’s in the second 
half. In 1966, private capital formation is forecast at 
13.6 per cent of GNP, and government capital forma- 
tion at 9.5 per cent; the corresponding figures in 1960 

7.6 per cent and 5.9 per cent 

lotal investment planned is set at hw 3,252 bil- 
sector account- 
1,495 billion and the private sector for 
billion. The plan provides for hw 2,336 bil- 
lion of these investment funds to be forthcoming from 
gomestic 


on ($2.5 billion); the government 
ng for hw 
hw 1,757 


sources and hw 916 billion from foreign 


sources. In allocating these funds, 16.4 per cent of the 


total is to be invested in primary industry (agriculture. 


forestry, and fishery), 42.1 per cent in secondary in- 
dustry (manufacturing, construction, and mining), and 
41.5 per cent in tertiary industry electric 

high- 
is hoped to increase the output of these 


ectors by 33.5 per cent, 109.8 per cent, and 24.6 per 


(mainly 


power, transportation, communications, and 


Vays) I 


cent, respectively. 


For agriculture, priority is given to diversification of 


farming, stressing the development of animal hus- 


bandry and special commercial crops, e.g., 


hemp, 


ginseng, 
cotton, cocoon, etc. The production of food- 


grains, while less stressed, is to be increased by 33.6 


per cent over the period of the plan, mainly by the in- 
troduction of new farming techniques, the extensive 


use of chemicals, and the expansion of land utilization. 
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The conventional heavy expenditure on irrigation proj- 
ects is to be curtailed. The expansion of cultured 
fishery products is stressed; and more funds are pro- 
vided for building a fishing fleet and for transportation 
and storage facilities for ocean fishery products. In 
secondary industry emphasis will be placed on medium 
and small-scale enterprises engaged in producing ex- 
portable and/or import competing goods, and on oil 
refineries and steel mills. 


Financing the Plan 


In order to meet the financial requirements of the 
plan, the Government has called for a great sacrifice 
on the part of the Korean people, the maximum utiliza- 
tion of the nation’s available resources, and generous 
assistance by the world community. Tax collections 
are to be raised from 12.7 per cent of GNP in 1960 to 
17.5 per cent in 1966. All government-owned enter- 
prises are expected to improve efficiency and to pro- 
mote capital formation. Consumption expenditures by 
the Government are to be reduced by 4.3 per cent 
from the level of 1960, mainly by cutting nonessential 
current expenditure and by reducing the number of 
government employees; however, the present amount 
of expenditure on defense would be naintained. Pri- 
vate consumption expenditures are expected to in- 
crease by 28 per cent from 1960 to 1966. During the 
first half of the period they would not be permitted to 
rise by more than 2 per cent a year, the rate achieved 
in 1960, but in the latter half of the period the rate 
of increase would be permitted to correspond to the 
rate of economic growth. Even so, the ratio of pri- 
vate consumption expenditures to GNP would be 
lowered from 81.2 per cent in 1960 to 71.1 per cent in 
1966. 

Of the foreign currency requirements of $704 mil- 
lion, $424 million is to be met by foreign institutional 
loans and private investment, and the remainder by 
foreign aid. The plan estimates total international pay- 
ments at $2,485 million, and total receipts at $2,585 
million, of which $1,235 million would be from goods 
and services, $927 million from U.S. defense support 
and economic aid, and $424 million from foreign loans 
and private investment. Therefore, foreign exchange 
reserves would increase by about $20 million a year. 
During the period of the plan, merchandise trade earn- 
ings are expected to increase from $33 million to 
$131 million, sales of goods and services to UN forces 
and other service earnings, from $84 million to $158 
million, and earnings from re-exports after processing 
to $30 million (there were no such earnings in 1960). 
[he ratio of external earnings to total imports would 
thus be increased from 29 per cent in 1960 to 53 per 
cent in 1966 


Source: Cho-sun Il Bo, Seoul, Korea, July 23, 1961. 


Japan's Foreign Trade in the First Half of 1961 


Japan’s exports (f.o.b.) in the first half of 1961 
totaled $1,962 million and imports (c.i.f.), $2,760 mil- 
lion, leaving a trade deficit of $798 million. 

Exports were higher than those of a year earlier by 
7 per cent in the first quarter and by 5.8 per cent in 
the second quarter. For the two quarters taken together 
the increase was 6.4 per cent, compared with a rate of 
growth of 18 per cent for 1960 as a whole. This slower 
growth in exports was due mainly to a 5 per cent fall 
in the exports of textiles. Exports of machinery in- 
creased by 25 per cent and contributed 86 per cent 
of the increase in total exports. 

Imports in the first half of 1961 were 23 per cent 
higher than in the same period of 1960; in the second 
quarter alone the corresponding increase was 31 per 
cent. Imports of almost all major commodity groups 
were expanded; the most conspicuous increases were 
in petroleum, iron ore, iron and steel scrap, coal, raw 
cotton, wool, and soybeans. 


Source: Bank of Tokyo, Weekly 
Japan, July 17, 1961. 


Review, Tokyo, 


Western Hemisphere 


Monetary and Credit Developments in Peru 


In order to allow the banks in Peru to increase their 
lending opertions in 1961, at a rate compatible with 
continued financial equilibrium, the legal reserve re- 
quirements were changed, on April 24, 1961, to a 
basic requirement of 28 per cent of all deposit obliga- 
tions on April 15, 1961 and a marginal requirement 
of 91 per cent of any increase in these deposit obliga- 
tions subsequent to that date. Previously, the applica- 
ble legal reserve requirements were 27 per cent and 90 
per cent, respectively. The present reserve require- 
ments freed about S/. 80 million ($3 million) in loan- 
able funds. When the reserve requirements were last 
changed, in February 1961, the credit base was in- 
creased by S/. 300 million (see this News Survey, Vol. 
XIII, p. 56). 

The commercial banks reduced their cash reserve 
deficiency from S/. 110 million in March to S/. 15 
million in May. This compares with excess cash re- 
serves of S/. 213 million in May 1960 and unplaced 
funds totaling S/. 75 million in December 1960. Com- 
mercial bank loans expanded by 12 per cent in the first 
five months of 1961, the same rate of expansion as for 
the corresponding period of 1960. Central Reserve 
Bank credit contracted by | per cent in the first half of 
1961, compared with a contraction of 11 per cent in 
the first half of 1960 


Source: Banco Continental, Report on the Economic 
Situation of Peru, Lima, Peru, June 1961. 
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Foreign Loan to Chilean Newsprint Industry 


The Chilean company Industrias Forestales has ob- 
tained a 15-year, 6 per cent credit of $13.5 million 
through the Export Credits Insurance Corporation of 
Canada for the installation of a newsprint plant in the 
province of Bio-Bio. Installation of the new plant is 
expected to begin in 1963. When completed, the plant 
will have a capacity of 60,000 tons of newsprint a 
year. 


Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, July 15, 


1961. 


Economic Development in Jamaica 

The improvement in the Jamaican economy, which 
began in 1959, continued in 1960, when gross domestic 
product, at factor cost, amounted to US$644 million, a 
10 per cent increase over 1959. Per capita income, at 
$358, was up by 8 per cent. 

A record quantity of 418,000 long tons of sugar was 
produced in 1960, an increase of more than 10 per cent 
from 1959; in the current year sugar production is ex- 
pected to reach nearly 450,000 tons. 

Jamaica’s mining industry showed a marked re- 
covery. The output of bauxite rose by 0.62 million long 
tons, to 5.7 million long tons. Bauxite exports, at 4.15 
million tons, were slightly below 1959, but aluminum 
exports increased by 266,000 tons, to 665,000 tons. 
The Aluminum Company of America announced in 
1960 its intention of undertaking large-scale bauxite 
mining in Jamaica. The plans include an investment of 
$15 million in harbor and transport facilities; mining 
operations are expected to begin in 1963. 

The value of industrial production in 1960 was 
$82.3 million, a 7 per cent increase over 1959; the 
main increases were in the production of processed 
food, sugar, clothing, footwear, cement, and clay and 
metal products, while the output of tobacco products 
and textiles declined. For the first time, industries out- 
side the food, beverage, and tobacco group exceeded 
that sector in contribution to the gross domestic prod- 
uct, reflecting the effects of Jamaica’s vigorous indus- 
trial development program. Several new industries, in- 
cluding a plant producing corrugated aluminum sheet- 
ing and a toothpaste factory, began operations in 1960, 
and further enterprises, including plants producing 
glass, ceramics, chinaware, and jute textiles, are ex- 
pected to begin operations in 1961. 

Foreign trade rose to record levels in 1960. Im- 
ports, at $216.7 million, were almost 13 per cent 
higher than in 1959, and exports increased no less than 
23 per cent, rising to $158.5 million. The principal 
stimulus to exports came from the increase in aluminum 
shipments, the value of which rose by 77 per cent, to 
$46.5 million, and from sugar exports, which brought 


in $35.3 million, an increase of $2.8 million. The 

island’s new exports industries more than tripled their 

shipments abroad, which reached a value just under 

$2.8 million. 

Source: Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., July 24, 
1961. 


Fund Executive Director 

Mr. J. J. Anjaria, formerly Chief Economic Adviser 
to the Government of India, has been appointed Execu- 
tive Director of the Fund for India, effective August 1, 
1961. 

Mr. Anjaria has appointed Mr. I. G. Patel as his 
Alternate, also effective August 1, 1961. 
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